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FEDERAL TRADE COMMISSION ACT. 


Public No. 203, 63d Congress. 
(In effect September 26, 1914.) 


An Act to create a Federal Tradé Commission, to 
define its powers and duties, and for other 
purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That a commission is hereby 
created and established, to be known as the Federal Trade Commission 
(hereinafter referred to as the commission), which shall be composed 
of five commissioners, who shall be appointed by the President, by and 
with the advice and consent of the Senate. Not more than three of the 
commissioners shall be members of the same political party. The 
first commissioners appointed shall continue in office for terms of three 
four, five, six, and seven years, respectively, from the date of the taking 
effect of this act, the term of each to be designated by the:President, 
but their successors shall be appointed for terms of seven years, except 
that any person chosen to fill a vacancy shall be appointed only for 
the unexpired term of the commissioner whom he shall succeed. The 
commission shall choose a chairman from its own membership. No 
commissioner shall engage in any other business, vocation, or em- 
ployment. Any commissioner may be removed by the President for 
inefficiency, neglect of duty, or malfeasance in office. A vacancy in 
the commission shall not impair the right of the remaining commis- 
sioners to exercise all the powers of the commission. 


The commission shall have an official seal, which shall be judicially 
noticed. 


Sec. 2. That each commissioner shall receive a salary of $10,000 a 
year, payable in the same manner as the salaries of the judges of the 
courts of the United States. The commission shall appoint a secre- 
tary, who shall receive a salary of $5,000 a year, payable in like 
manner, and it shall have authority to employ and fix the compensa- 
tion of such attorneys, special experts, examiners, clerks, and other 
employees as it may from time to time find necessary for the proper 
performance of its duties and as may be from time to time appro- 
priated for by Congress. 


With the exception of the secretary, a clerk to each commissioner, 
the attorneys, and such special experts and examiners as the com- 
mission may from time to time find necessary for the conduct of its 
work, all employees of the commission shall be a part of the classified 
civil service, and shall enter the service under such rules and regula- 
tions as may be prescribed by the commission and by the Civil Service 
Commission. 








All of the expenses of the commission, including all necessary ex- 
penses for transportation incurred by the commissioners or by their 
employees under their orders, in making any investigation, or upon 
official business in any other places than in the city of Washington, 
shall be allowed and paid on the presentation of itemized vouchers 
therefor approved by the commission. 


Until otherwise provided by law, the commission may rent suitable 
offices for its use. 


The Auditor for the State and Other Departments shall receive and 
examine all accounts of expenditures of the commission. 


Sec. 3. That upon the organization of the commission and election 
of its chairman, the Bureau of Corporations and the offices of Com- 
missioner and Deputy Commissioner of Corporations shall cease to 
exist; and all pending investigations and proceedings of the Bureau 
of Corporations shall be continued by the commission. 


All clerks and employees of the said bureau shall be transferred to 
and become clerks and employees of the commission at their present 
grades and salaries. All records, papers, and property of the said 
bureau shall become records, papers, and property of the com- 
mission, and all unexpended funds and appropriations for the use 
and maintenance of the said bureau, including any allotment already 
made to it by the Secretary of Commerce from the contingent ap- 
propriation for the Department of Commerce for the fiscal year nine- 


teen hundred and fifteen, or from the departmental printing fund 
for the fiscal year nineteen hundred and fifteen, shall become funds 
and appropriations available to be expended by the commission in the 
exercise of the powers, authority, and duties conferred on it by this 


Act. 


The principal office of the commission shall be in the city of Wash- 
ington, but it may meet and exercise all its powers at any other 
place. The commission may, by one or more of its members, or by 
such examiners as it may designate, prosecute any inquiry necessary 
to its duties in any part of the United States. 


Sec. 4. That the words defined in this section shall have the follow- 
ing meaning when found in this Act, to wit: 


“Commerce” means commerce among the several States or with 
foreign nations, or in any Territory of the United States or in the 
District of Columbia, or between any such Territory and another, or 
between any such Territory and any State or foreign nation, or be- 
tween the District of Columbia and any State or Territory or foreign 
nation. 


“Corporation” means any company or association incorporated or 
unincorporated, which is organized to carry on business for profit 
and has shares of capital or capital stock, and any company or asso- 
ciation, incorporated or unincorporated, without shares of capital 

















or capital stock, except partnerships, which is organized to carry on 
business for its own profit or that of its members. 


“Documentary evidence” means all documents, papers, and corre- 
spondence in existence at and after the passage of this Act. 


“Acts to regulate commerce” means the Act entitled “An Act to 
regulate commerce,” approved February fourteenth [fourth?], eighteen 
hundred and eighty-seven, and all Acts amendatory thereof and supple- 
mentary thereto. 


“Antitrust Acts” means the Act entitled “An Act to protect trade 
and commerce against unlawful restraints and monopolies,” approved 
July second, eighteen hundred and ninety; also the sections seventy- 
three to seventy-seven, inclusive, of an Act entitled “An Act to reduce 
taxation, to provide revenue for the Government, and for other pur- 
poses,” approved August twenty-seventh, eighteen hundred and 
ninety-four; and also the Act entitled “An Act to amend sections 
seventy-three and seventy-six of the Act of August twenty-seventh, 
eighteen hundred and ninety-four, entitled ‘An Act to reduce taxa- 
tion, to provide revenue for the Government, and for other pur- 
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poses,’”” approved February twelfth, nineteen hundred and thirteen. 


Sec. 5. That unfair methods of competition in commerce are hereby 
declared unlawful. 


The commission is hereby empowered and directed to prevent per- 
sons, partnerships, or corporations, except banks, and common car- 


riers subject to the Acts to regulate commerce, from using unfair 
methods of competition in commerce. 


Whenever the commission shall have reason to believe that any such 
person, partnership, or corporation has been or is using any unfair 
method of competition in commerce, and if it shall appear to the 
commission that a proceeding by it in respect thereof would be to 
the interest of the public, it shall issue and serve upon such person, 
partnership, or corporation a complaint stating its charges in that 
respect, and containing a notice of a hearing upon a day and at a 
place therein fixed at least thirty days after the service of said com- 
plaint. The person, partnership, or corporation so complained of 
shall have the right to appear at the place and time so fixed and 
show cause why an order should not be entered by the commission 
requiring such person, partnership, or corporation to cease and desist 
from the violation of the law so charged in said complaint. Any 
person, partnership, or corporation may make application, and upon 
good cause shown may be allowed by the commission, to intervene_ 
and appear in said proceeding by counsel or in person. The testi- 
mony in any such proceeding shall be reduced to writing and filed in 
the office of the commission. If upon such hearing the commission 
shall be of the opinion that the method of competition in question is 
prohibited by this Act, it shall make a report in writing in which it 
shall state its findings as to the facts, and shall issue and cause to be 
served on such person, partnership, or corporation an order requir- 







































































ing such person, partnership, or corporation to cease and desist from 
using such method of competition. Until a transcript of the record 
in such hearing shall have been filed in a circuit court of appeals of 
the United States, as hereinafter provided, the commission may at 
any time, upon such notice and in such manner as it shall deem 
proper, modify or set aside, in whole or in part, any report or any 
order made or issued by it under this section. 


If such person, partnership, or corporation fails or neglects to 
obey such order of the commission while the same is in effect, the 
commission may apply to the circuit court of appeals of the United 
States, within any circuit where the method of competition in ques- 
tion was used or where such person, partnership, or corporation re- 
sides or carries on business, for the enforcement of its order, and 
shall certify and file with its application a transcript of the entire 
record in the proceeding, including all the testimony taken and the 
report and order of the commission. Upon such filing of the appli- 
cation and transcript the court shall cause notice thereof to be served 
upon such person, partnership, or corporation and thereupon shall 
have jurisdiction of the proceeding and of the question determined 
therein, and shall have power to make and enter upon the pleadings, 
testimony, and proceedings set forth in such transcript a decree affirm- 
ing, modifying, or setting aside the order of the commission. 
The findings of the commission as to the facts, if supported by testi- 
mony, shall be conclusive. If either party shall apply to the court 
for leave to adduce additional evidence, and shall show to the satis- 
faction of the court that such additional evidence is material and 
that there were reasonable grounds for the failure to adduce such 
evidence in the proceeding before the commission, the court may order 
such additional evidence to be taken before the commission and to 
be adduced upon the hearing in such manner and upon such terms 
and conditions as to the court may seem proper. The commission 
may modify its findings as to the facts, or make new findings, by 
reason of the additional evidence so taken, and it shall file such modi- 
fied cr new findings, which, if supported by testimony, shall be con- 
clusive, and its recommendation, if any, for the modification or setting 
aside of its original order, with the return of such additional 
evidence. The judgment and decree of the court shall be final, ex- 
cept that the same shall be subject to review by the Supreme Court 
upon certiorari as provided in section two hundred and forty of the 


Judicial Code. 


Any party required by such order of the commission to cease and 
desist from using such method of competition may obtain a review of 
such order in said circuit court of appeals by filing in the court a 
written petition praying that the order of the commission be set 
aside. A copy of such petition shall be forthwith served upon the 
commission, and thereupon the commission forthwith shall certify 
and file in the court a transcript of the record as hereinbefore prc- 
vided. Upon the filing of the transcript the court shall have the 
same jurisdiction to affirm, set aside, or modify the order of the 





commission as in the case of an application by the commission for 
the enforcement of its order, and the findings of the commission as 


to the facts, if supported by testimony, shall in like manner be 
conclusive. 


The jurisdiction of the circuit court of appeals of the United 


States to enforce, set aside, or modify orders of the commission shall 
be exclusive. 


Such proceedings in the circuit court of appeals shall be given 
precedence over other cases pending therein, and shall be in every 
way expedited. No order of the commission or judgment of the 
court to enforce the same shall in any wise relieve or absolve any 


person, partnership, or corporation from any Hability under the anti- 
trust Acts. 


Complaints, orders, and other processes of the commission under 
this section may be served by anyone duly authorized by the com- 
mission, either (a) by delivering a copy thereof to the person to be 
served, or to a member of the partnership to be served, or to the 
president, secretary, or other executive officer or a director of the 
corporation to be served; or (6) by leaving a copy thereof at the prin- 
cipal office or place of business of such person, partnership, or cor- 
poration; or (c) by registering and mailing a copy thereof ad- 
dressed to such person, partnership, or corporation at his or its 
principal office or place of business. The verified return by the 
person so serving said complaint, order, or other process setting 
forth the manner of said service shall be proof of the same, and the 
return post-office receipt for said complaint, order, or other process 


registered and mailed as aforesaid shall be proof of the service of the 
same. 


Sec. 6. That the commission shall also have power— 


(a) To gather and compile information concerning, and to in- 
vestigate from time to time the organization, business, conduct, prac- 
tices, and management of any corporation engaged in commerce, 
excepting banks and common carriers subject to the Act to regulate 


commerce, and its relation to other corporations and to individuals, 
associations, and partnerships. 


(6) To require, by general or special orders, corporations engaged in 
commerce, excepting banks, and common carriers subject to the Act to 
regulate commerce, or any class of them, or any of them, respectively, 
to. file with the commission in such form as the commission may pre- 
scribe annual or special, or both annual and special, reports or answers 
in writing to specific questions, furnishing to the commission such 
information as it may require as to the organization, business, con- 
duct, practices, management, and relation to other corporations, 
partnerships, and individuals of the respective corporations filing 
such reports or answers in writing. Such reports and answers shall 
be made under oath, or otherwise, as the commission may prescribe, 








and shall be filed with the commission within such reasonable period 
as the commission may prescribe, unless additional time be granted 
in any case by the commission. 


(c) Whenever a final decree has been entered against any defend- 
ant corporation in any suit brought by the United States to prevent 
and restrain any violation of the antitrust Acts, to make investiga- 
tion, upon its own initiative, of the manner in which the decree has 
been or is being carried out, and upon the application of the Attorney 
General it shall be its duty to make such investigation. It shall 
transmit to the Attorney General a report embodying its findings 
and recommendations as a result of any such investigation, and the 
report shall be made public in the discretion of the commission. 


(d) Upon the direction of the President or either House of Con- 
gress to investigate and report the facts relating to any alleged violations 
of the antitrust Acts by any corporation. 


(e) Upon the application of the Attorney General to investigate 
and make recommendations for the readjustment of the business of 
any corporation alleged to be violating the antitrust Acts in order 
that the corporation may thereafter maintain its organization, man- 
agement, and conduct of business in accordance with law. 


(f) To make public from time to time such portions of the infor- 
mation obtained by it hereunder, except trade secrets and names of 
customers, as it shall deem expedient in the public interest; and to 
make annual and special reports to the Congress and to submit there- 
with recommendations for additional legislation; and to provide for 
the publication of its reports and decisions in such form and man- 
ner as may be best adapted for public information and use. 


(g) From time to time to classify corporations and to make rules 
and regulations for the purpose of carrying out the provisions of this 


Act. 


(h) To investigate, from time to time, trade conditions in and with 
foreign countries where associations, combinations, or practices, of 
manufacturers, merchants, or traders, or other conditions, may affect 
the foreign trade of the United States, and to report to Congress thereon, 
with such recommendations as it deems advisable. 


Sec. 7. That in any suit in equity brought by or under the direc- 
tion of the Attorney General as provided in the antitrust Acts, the 
court may, upon the conclusion of the testimony therein, if it shall 
be then of opinion that the complainant is entitled to relief, refer said 
suit to the commission, as a master in chancery, to ascertain and 
report an appropriate form of decree therein. The commission shall 
proceed upon such notice to the parties and under such rules of pro- 
cedure as the court may prescribe, and upon the coming in of such 
report such exceptions may be filed and such proceedings had in rela- 
tion thereto as upon the report of a master in other equity causes, 
but the court may adopt or reject such report, in whole or in part, 





and enter such a decree as the nature of the case may in its judgment 
require. 


Sec. 8. That the several departments and bureaus of the Govern- 
ment when directed by the President shall furnish the commission, 
upon its request, all records, papers, and information in their posses- 
sion relating to any corporation subject to any of the provisions of 
this Act, and shall detail from time to time such officials and em- 
ployees to the commission as he may direct. 


Sec. 9. That for the purposes of this Act the commission, or its 
duly authorized agent or agents, shall at all reasonable times have 
access to, for the purpose of examination, and the right to copy any 
documentary evidence of any corporation being investigated or pro- 
ceeded against; and the commission shall have power to require by 
subpoena the attendance and testimony of witnesses and the produc- 
tion of all such documentary evidence relating to any matter under 
investigation. Any member of the commission may sign subpoenas, 
and members and examiners of the commission may administer oaths 
and affirmations, examine witnesses, and receive evidence. 


Such attendance of witnesses, and the production of such docu- 
mentary evidence, may be required from any place in the United 
States, at any designated place of hearing. And in case of disobe- 
dience to a subpoena the commission may invoke the aid of any court 
of the United States in requiring the attendance and testimony of 
witnesses and the production of documentary evidence. 


Any of the district courts of the United States within the jurisdic- 
tion of which such inquiry is carried on may, in case of contumacy 
or refusal to obey a subpoena issued to any corporation or other per- 
son, issue an order requiring such corporation or other person to appear 
before the commission, or to produce documentary evidence if 
so ordered, or to give evidence touching the matter in question; and 
any failure to obey such order of the court may be punished by such 
court as a contempt thereof. 


Upon the application of the Attorney General of the United States, 
at the request of the commission, the district courts of the United 
States shall have jurisdiction to issue writs of mandamus command- 
ing any person or corporation to comply with the provisions of this 
Act or any order of the commission made in pursuance thereof. 


The commission may order testimony to be taken by deposition in 
any proceeding or investigation pending under this Act at any stage 
of such proceeding or investigation. Such depositions may be taken 
before any person designated by the commission and having power 
to administer oaths. Such testimony shall be reduced to writing by 
the person taking the deposition, or under his direction, and shall then 
be subscribed by the deponent. Any person may be compelled to 
appear and depose and to produce documentary evidence in the same 











manner as witnesses may be compelled to appear and testify and pro- 


duce documentary evidence before the commission as hereinbefore 
provided. 


Witnesses summoned before the commission shall be paid the same 
fees and mileage that are paid witnesses in the courts of the United 
States, and witnesses whose depositions are taken and the persons 
taking the same shall severally be entitled to the same fees as are paid 
for like services in the courts of the United States. 


No person shall be excused from attending and testifying or from 
producing documentary evidence before the commission or in obedi- 
ence to the subpoena of the commission on the ground or for the rea- 
son that the testimony or evidence, documentary or otherwise, re- 
quired of him may tend to criminate him or subject him to a penalty 
or forfeiture. But no natural person shall be prosecuted or subjected 
to any penalty or forfeiture for or on account of any transaction, matter, 
or thing concerning which he may testify, or produce evidence, docu- 
mentary or otherwise, before the commission in obedience to a subpoena 
issued by it: Provided, That no natural person so testifying shall be 


exempt from prosecution and punishment for perjury committed in so 
testifying. 


Sec. 10. That any person who shall neglect or refuse to attend and 
testify, or to answer any lawful inquiry, or to produce documentary 
evidence, if in his power to do so, in obedience to the subpoena or 
lawful requirement of the commission, shall be guilty of an offense 
and upon conviction thereof by a court of competent jurisdiction 
shall be punished by a fine of not less than $1,000 nor more than $5,000 


or by imprisonment for not more than one year, or by both such ‘fine 
and imprisonment. 


Any person who shall willfully make, or cause to be made, any 
false entry or statement of fact in any report required to be made 
under this Act, or who shall willfully make, or cause to be made, any 
false entry in any account, record, or memorandum kept by any cor- 
poration subject to this Act, or who shall willfully neglect or fail to 
make, or to cause to be made, full, true, and correct entries in such 
accounts, records, or memoranda of all facts and transactions apper- 
taining to the business of such corporation, or who shall willfully remove 
out of the jurisdiction of the United States, or willfully mutilate, alter, 
or by any other means falsify any documentary evidence of such cor- 
poration, or who shall willfully refuse to submit to the commission 
or to any of its authorized agents, for the purpose of inspection and 
taking copies, any documentary evidence of such corporation in his 
possession or within his control, shall be deemed guilty of an offense 
against the United States, and shall be subject, upon conviction in any 
court of the United States of competent jurisdiction, to a fine of not less 
than $1,000 nor more than $5,000, or to imprisonment for a term of 
not more than three years, or to both such fine and imprisonment. 


If any corporation required by this Act to file any annual or special 
report shali fail so to do within the time fixed by the commission for 











filing the same, and such failure shall continue for thirty days after 
notice of such default, the corporation shall forfeit to the United States 
the sum of $100 for each and every day of the continuance of such 
failure, which forfeiture shall be payable into the Treasury of the 
United States, and shall be recoverable in a civil suit in the name of 
the United States brought in the district where the corporation has 
its principal office or in any district in which it shall do business. It 
shall be the duty of the various district attorneys, under the direction 
of the Attorney General of the United States, to prosecute for the 
recovery of forfeitures. The costs and expenses of such prosecution 
shall be paid out of the appropriation for the expenses of the courts 
of the United States. 


Any officer or employee of the commission who shall make public 
any information obtained by the commission without its authority, 
unless directed by a court, shall be deemed guilty of a misdemeanor, 
and, upon conviction thereof, shall be punished by a fine not exceed- 
ing $5,000, or by imprisonment not exceeding one year, or by fine 
and imprisonment, in the discretion of the court. 


Sec. 11. Nothing contained in this Act shall be construed to pre- 
vent or interfere with the enforcement of the provisions of the anti- 
trust Acts or the Acts to regulate commerce, nor shall anything con- 
tained in the Act be construed to alter, modify, or repeal the said 
antitrust Acts or the Acts to regulate commerce or any part or parts 
thereof. 


Approved September 26. 1914. 


THE ANTITRUST LAWS OF THE UNITED STATES have been amplified 
by the so-called “Clayton Bill’ which was signed by the President on October 15, 
1914, and is now in effect. This Federal Antitrust Act is the last of the adminis- 
tration’s anti-trust measures. We print below some of the important prohibitory 
provisions of the Act and that part of Section 11 which confers authority on the Fed- 
eral Trade Commission to enforce compliance with the sections quoted. 


- PRICE DISCRIMINATION 


Sec. 2. That it shall be unlawful for any person engaged in commerce, in 
the course of such commerce, either directly or indirectly, to discriminate in price 
between different purchasers of commodities, which commodities are sold for use, 
consumption, or resale within the United States or any Territory thereof or the 
District of Columbia or any insular possession or other place under the jurisdiction 
of the United States, where the effect of such discrimination may be to substantially 
lessen competition or tend to create a monopoly in any line of commerce: Provided, 
That nothing herein contained shall prevent discrimination in price between pur- 
chasers of commodities on account of differences in the grade, quality, or quantity 
of the commodity sold, or that makes only due allowance for difference in the cost 
of selling or transportation, or discrimination in price in the same or different com- 
munities made in good faith to meet competition: And provided further, That 
nothing herein contained shall prevent persons engaged in selling goods, wares, or 
merchandise in commerce from selecting their own customers in bona fide transactions 
and not in restraint of trade. 


AGREEMENTS FOR EXCLUSIVE DEALING IN OR USE OF COMMODITIES 


Sec. 3. That it shall be unlawful for any person engaged in commerce, in the 
course of such commerce, to lease or make a sale or contract for sale of goods, wares, 
merchandise, machinery, supplies or other commodities, whether patented or un- 





patented, for use, consumption or resale within the United States or any Territory 
thereof or the District of Columbia or any insular possession or other place under 
the jurisdiction of the United States, or fix a price charged therefor, or discount from, 
or rebate upon, such price, on the condition, agreement or understanding that the 
lessee or purchaser thereof shall not use or deal in the goods, wares, merchandise, 
machinery, supplies or other commodities of a competitor or competitors of the lessor 
or seller, where the effect of such lease, sale, or contract for sale or such condition, 
agreement or understanding may be to substantially lessen competition or tend to 
create a monopoly in any line of commerce. : 


STOCK CONTROL OF COMPETING CORPORATIONS 


Sec. 7. That no corporation engaged in commerce shall acquire, directly of 
indirectly, the whole or any part of the stock or other share capital of another cor- 
poration engaged also in commerce where the effect of such acquisition may be to 
substantially lessen competition between the corporation whose stock is so acquired 
and the corporation making the acquisition, or to restrain such commerce in any 
section or community, or tend to create a monopoly of any line of commerce. 

No corporation shall acquire, directly or indirectly, the whole or any part of the 
stock or other share capital of two or more corporations engaged in commerce where 
the effect of such acquisition, or the use of such stock by the voting or granting of 
proxies or otherwise, may be to substantially lessen competition between such 
corporations, or any of them, whose stock or other share capital is so acquired, or to 
restrain such commerce in any section or community, or tend to create a monopoly 
of any line of commerce. 

This section shall not apply to corporations purchasing such stock solely for 
investment and not using the same by voting or otherwise to bring about, or in 
attempting to bring about, the substantial lessening of competition. Nor shall 
anything contained in this section prevent a corporation engaged in commerce from 
causing the formation of subsidiary corporations for the actual carrying on of their 
immediate lawful business, or the natural and legitimate branches or extensions 
thereof, or from owning and holding all or a part of the stock of such subsidiary 
corporations, when the effect of such formation is not to substantially lessen com- 
petition. 

Nor shall anything herein contained be construed to prohibit any common 
carrier subject to the laws to regulate commerce from aiding in the construction of 
branches or short lines so located as to become feeders to the main line of the com- 
pany so aiding in such construction or from acquiring or owning all or any part of 
the stock of such branch lines, nor to prevent any such common carrier from acquiring 
and owning all or any part of the stock of a branch or short line constructed by an 
independent company where there is no substantial competition between the company 
owning the branch line so constructed and the company owning the main line acquir- 
ing the property or an interest therein, nor to prevent such common carrier from 
extending any of its lines through the medium of the acquisition of stock or other- 
wise of any other such common carrier where there is no substantial competition 
between the company extending its lines and the company whose stock, property, 
or an interest therein is so acquired. 

Nothing contained in this section shall be held to affect or impair any right 
heretofore legally acquired: Provided, That nothing in this section shall be held 
or construed to authorize or make lawful anything heretofore prohibited or made 
illegal by the antitrust laws, nor to exempt any person from the penal provisions 
thereof or the civil remedies therein provided. 


INTERLOCKING DIRECTORATES 


Sec. 8. That from and after two years from the date of the approval of this 
Act no person shall at the same time be a director or other officer or employee of 
more than one bank, banking association or trust company, organized or operating 
under the laws of the United States, either of which has deposits, capital, surplus, and 
undivided. profits aggregating more than $5,000,000; and no private banker or 
person who is a director in any bank or trust company, organized and operating 
under the laws of a State, having deposits, capital, surplus, and undivided profits 
aggregating more than $5,000,000, shall be eligible to be a director in any bank 
or banking association organized or operating under the laws of the United States. 
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The eligibility of a director, officer, or employee under the foregoing provisions shall 
be determined by the average amount of deposits, capital, surplus, and undivided 
profits as shown in the official statements-of such bank, banking association, or 
trust company filed as provided by law during the fiscal year next preceding the 
date set for the annual election of directors, and when a director, officer, or employee 
has been elected or selected in accordance with the provisions of this Act it shall be 
lawful for him to continue as such for one year thereafter under said election or 
employment. 

No bank, banking association or trust company, organized or operating under 
the laws of the United States, in any city or incorporated town or village of more 
than two hundred thousand inhabitants, as shown by the last preceding decennial 
census of the United States, shall have as a director or other officer or employee of any 
private banker or any director or other officer or employee of any other bank, banking 
association or trust company located in the same place: Provided, That nothing in 
this section shall apply to mutual savings banks not having a capital stock repre- 
serited by shares: Provided further, That a director or other officer or employee of 
such bank, banking association, or trust company may be a director or other officer 
or employee of not more than one other bank or trust company organized under 
the laws of the United States or any State where the entire capital stock of one is 
owned by stockholders in the other: And provided further, That nothing contained 
in this section shall forbid a director of class A of a Federal reserve bank, as defined 
in the Federal Reserve Act, from being an officer or director or both an officer and 
director in one member bank. 

That from and after two years from the date of the approval of this Act no 
person at the same time shall be a director in any two or more corporations, any one 
of which has capital, surplus, and undivided profits aggregating more than $1,000,000, 
engaged in whole or in part in commerce, other than banks, banking associations, 
trust companies, and common carriers subject to the Act to regulate commerce, 
approved February fourth, eighteen hundred and eighty-seven, if such corporations 
are or shall have been theretofore, by virtue of their business and location of opera- 
tion, competitors, so that the elimination of competition by agreement between them 
would constitute a violation of any of the provisions of any of the antitrust laws. 
The eligibility of a director under the foregoing provisions shall be determined by 
the aggregate amount of the capital, surplus, and undivided profits, exclusive of 
dividends declared but not paid to stockholders, at the end of the fiscal year of said 
corporation next preceding the election of directors, and when a director has been 
elected in accordance with the provisions of this Act it shall be lawful for him to 
continue as such for one year thereafter. 

When any person elected or chosen as a director or officer or selected as an 
employee of any bank or other corporation subject to the provisions of this Act 
is eligible at the time of his election or selection to act for such bank or other cor- 
poration in such capacity, his eligibility to act in such capacity shall not be affected 
and he shall not become or be deemed amenable to any of the provisions hereof by 
reason of any change in the affairs of such bank or other corporation from whatso- 
ever cause, whether specifically excepted by any of the provisions hereof or not, until 
the expiration of one year from the date of his election or employment. 


AUTHORITY VESTED IN FEDERAL TRADE COMMISSION 


Sec. 11. That authority to enforce compliance with sections two, three, seven, 
and eight of this Act by the persons respectively subject thereto is hereby vested in 
the Interstate Commerce Commission where applicable to common carriers, in the 
Federal Reserve Board where applicable to banks, banking associations, and trust 
companies and in the Federal Trade Commission where applicable to all other 


character of commerce, to be exercised as follows: 
* * 7 * 


* * * * * * * 


IMPORTANT DECISIONS ON TAXATION IN ALABAMA. Paragraph “I” 
of subdivision 7, Sec. 2082, Code of 1907 of Alabama, provides for an ad valorem tax 
on “money lent, solvent credits, or credits of value, except such as are secured by 
mortgage, deed of trust, or written contract of conditional sale, upon which a tax 


imposed by law has been paid.” In State v. Alabama Fuel & Iron Co., 66 So. 169, 








it was held proper and not violative of the State Constitution for the legislature 
to classify for different methods of taxation money and credits secured by written 
instruments and debts not so secured. Since this decision there has been pro- 
nounced activity on the part of Alabama Tax Assessors to collect this ad valorem 
tax from domestic corporations. In another case, State v. Tennessee Coal, Iron & 
Railroad Co., 66 So. 178, this tax was held to apply to a foreign corporation which 
under special circumstances was doing business in the state, but the decision does 
not go so far as to hold all foreign corporations subject to the tax. The court holds 
that the act covers all solvent credits which have their situs in the state. 


A CONNECTICUT CORPORATION comes into existence as soon as the certi- 
ficate of incorporation is approved by the Secretary of State, but is not permitted 
to do business until a certificate of organization has been filed. Contracts entered 
into after the approval of the certificate of incorporation, but before the filing of the 
certificate of organization, are not void but may be enforced after that certificate 
has been filed. Chieppo v. Chieppo, 90 Atl. 940. 


THE EXECUTIVE COMMITTEE OF A DELAWARE CORPORATION is 
empowered by Section 9 of the General Corporation Law of that State to “‘have 
and exercise the powers of the Board of Directors in the management of the business 
and affairs of the company,* * * .” A New York court has recently held that 
the vesting in an Executive Committee of the powers of the full Board of Directors 
as to the “‘management of the business and affairs of the company” cannot be 
construed to empower the Executive Committee to remove from office statutory 
officers of the company who have themselves been elected for a prescribed tenure 
by the total Board of Directors. Fensterer v. Pressure Lighting Company, 149 
N. Y. Supp. 49. 


THE FOREIGN CORPORATION LAWS OF IDAHO require the filing of the 
articles of incorporation and the designation of an agent for service of process in 
the office of the Secretary af State and in the office of the County Recorder of the 
county where the principal office of the foreign corporation is located. Foreign 
corporations failing to comply with these provisions “‘cannot take or hold title to any 
realty within this state prior to making such filings, and any pretended deed or con- 
veyance to such corporation prior to such filings shall be absolutely null and void.” 
It appears that a substantial compliance with the law is not sufficient to avoid this 
disability nor does a subsequent compliance entitle the corporation to a valid con- 
veyance. Thus, in a recent case it was held that there was no title to a mining 
claim in a foreign corporation which had filed its charter with both the Secretary 
of State and County Recorder and a designation of agent with the Secretary of 
State, but had failed to file the latter instrument with the County Recorder until 
five years after the execution of the deed purporting to convey the property to it. 
Dickens—West Mining Co. v. Crescent Mining & Milling Company, 141 Pac. 566. 


MASSACHUSETTS STOCK TRANSFER TAX LAW. An excise tax of two 
cents on each $100.00 of face value or fraction thereof is imposed on all actual sales 
or transfers of stocks of domestic corporations, on and after December 1, 1914. The 
act follows closely the New York stock transfer law of 1909 as amended (referred 
to in Corporation Trust Company Journals 10, 26 and 39) omitting reference to 
stock issued without designated monetary value and having no provision for the 
special registration of corporations in connection with the stock transfer tax matter. 

While the New York law levies the tax on sales or transfers or evidences of sale 
or transfer “‘whether intermediate or final, and whether investing the holder with 
the beneficial interest in or legal title to said stock, or merely with the possession 
or use thereof for any purpose,” the Massachusetts act contents itself with the 
following conditioning clause “whether or not entitling the holder in any manner to 
the benefit of such stock.”” Both acts specifically exempt from the tax stock certifi- 
cates deposited as collateral security for money loaned. ‘The New York law declares 
that the tax shall not be levied “upon mere loans of stock or the return thereof.” 
This the Massachusetts act omits. The Massachusetts Act carries the following 
proviso not included in the New York law: (tax not levied) “upon the transfer of 
stock certificates of a deceased person to his executor or administrator; nor upon the 





From the authorities quoted we hold that under Art. 16, Sec. 7, of the Constitu- 
tion, and Sec. 17 of the Corporation Act of 1874, corporations may pledge their 
bonds for less than their face value, provided the corporate officers act in good 
faith and secure the best price obtainable for these bonds; second, the persons 
holding the bonds as pledge or collateral security have the right to participate in 
the distribution of the money arising from the sale of the property, covered by the 
mortgage which secured the bonds, on the face of the bonds plus the interest to the 
amount of the money borrowed or debt incurred, plus the interest; third, that the 
corporation has the power to pledge its bonds for less than their face value for debts 
or money borrowed. 


FOREIGN CORPORATIONS IN VIRGINIA are required before doing business 
in the state to appoint an attorney to receive process, to file copies of the charter, 
etc., with the State Corporation Commission and to obtain a certificate of authority 
to do business. Any corporation transacting business without such certificate of 
authority is subject to a fine of not less than ten nor more than one thousand dollars 
by the Commission, and its officers, agents and employees become personally liable 
for the fine and for claims against the corporation. In the case of Dalton Adding 
Machine Company v. State Corporation Commission, 213 Fed. Rep. 889, it was 
alleged that the Commission had threatened to begin suit or take proceedings against 
the Adding Machine Company on the ground that the company’s method of trans- 
acting business brings it within the purview of the statute and that under the law 
it is required to take out a license and pay a license fee. The company contended 
that its business in Virginia was purely interstate in character, being carried on 
through a sales agent and his assistants located in Richmond, Va., whose powers 
are expressly limited to merely soliciting orders or proposals to purchase machines, 
which orders are taken on printed blanks or forms furnished by the company, which 
forms contain the words “this order subject to approval of the company” and that 
the order amounts only to an offer or proposition to purchase a machine on the part 
of the prospective buyer. Such offers or proposals are sent by the solicitor or sales- 
man to the home office of the company in Missouri for approval and acceptance 
and all checks and moneys collected in Virginia are forwarded to the home office in 
Missouri and commissions due the salesmen in Virginia are paid from the home 
office in Missouri as collections are received. _ In no case is title to a machine vested 
in the prospective purchaser until the contract has been accepted by the home 
office in Missouri and the money received there in full payment of such machine. 
The company attempted to enjoin the State Corporation Commission from taking 
any steps to make it comply with the Virginia law on the ground that any such 
action is in the nature of a hindrance or interference with interstate commerce. 
The Court held that the State Corporation Commission would not be enjoined in 
advance of proposed action on its part from taking proceedings to enforce the statute 
against a corporation claiming to be doing only an interstate business, since, to grant 
such relief, it would be necessary to determine in advance that the Commission 
would not give a corporation a fair and impartial hearing. We are informed that 
the case has been appealed to the Supreme Court of the United States. 


SIMILARITY OF NAMES OF CORPORATIONS is prohibited by the Statutes 
of many states. It was recently held by the Supreme Court of the State of Wash- 
ington that if the name of a proposed corporation is so similar to that of an existing 
corporation, that, in the judgment of the Secretary of State, it is misleading, the 
court will not order the Secretary of State to file the proposed articles of incorpora- 
tion on the ground that the businesses of the two corporations would be widely 
dissimilar. State v. Howell, 141 Pac. 1157. 


DEDUCTIONS FROM GROSS INCOME in order to determine the net income 
subject to tax are governed by similar provisions in the former Corporation Excise 
Tax Law and the present Income Tax Law. A recent decision of the Circuit Court 
of Appeals, Second Circuit, in a case arising under the excise tax law has, there- 
fore, bearing upon the extent to which corporations may deduct interest paid on 
indebtedness under the present law. In the Corporation Excise Tax Law the 
provisions for ascertaining net income permitted deductions of 














“(First) All ordinary and necessary expenses actually paid within the 
year out of income in the maintenance and operation of its business and 
properties, including all charges such as rentals or franchise payments, 
required to be made as a condition to the continued use or possession of 
property; 

” 


* * * * * * * * 


“(Third) Interest actually paid within the year on its bonded or 
other indebtedness to an amount of such bonded and other indebtedness 
not exceeding the paid-up capital stock of such corporation, joint stock 
company or association, or insurance company, outstanding at the close 
of the year, - 

A real estate corporation with a capital stock of $600 and a bonded indebtedness 
of nearly $5,000,000 paid during 1910, $339,516.93 in interest, part of which had 
accrued prior to 1910. The government allowed only interest on so much of the 
mortgage indebtedness as equaled the paid-up capital stock of $600, viz., $36—but 
the court held that the corporation was entitled to deduct the entire amount, and 
said in part: “It seems to us that these payments of interest on bonds of a cor- 
poration engaged in the realty business secured on its realty were ordinary and 
necessary expenses in the ‘maintenance and operation’ of such business, and were 
also charges required to be paid as a ‘condition of the continued use or possession’ 
of its property within Subdivision 1 of Paragraph 2 of Section 38. As Subdivision 
3 relates specifically to interest, it should, on accepted principles of construction, 
control and take interest out of subdivision 1 unless both subdivisions can be con- 
strued together consistently so as to leave it in. We think this can be done by con- 
struing indebtedness in subdivision 3 to be the usual corporate indebtedness which 
is not an ordinary expense of maintenance nor a charge, payment of which is a 
condition of the continued use or possession of property. The bonds of a company 
like this, engaged in realty business secured by mortgages on its realty, we think is 
not such an indebtedness. * * * Furthermore, we think that such interest 
actually paid within the year though previously accruing should be deducted. 
The act expressly defines both the maintenance expenses and the interest on indeb- 
tedness to be such as is ‘actually paid within the year.” This seems to us reasonable 
because the net income which measures the tax is the income received during the 
year, and the deductions should be of sums paid during the year. Otherwise there 
will never be a credit for interest not paid within the year in which it accrued.” 
Anderson v. Forty-Two Broadway Co., 213 Fed. 777. 


THE EIGHTH NATIONAL CONFERENCE ON TAXATION was held 
in the City of Denver, Colorado, September 8 to 11, 1914. Important papers 
on the various phases of taxation were read by experts in their respective fields, 
among which were the following: 

TAX LEGISLATION AND IMPORTANT COURT DECISIONS IN THE 
PAST YEAR, 
M. M. Flannery, Washington, D. C., Chief Tax Division, Bureau 
of Corporations. 
re OF EXPRESS COMPANIES, 
T. Bledsoe, anges City, Oklahoma, Counsel Wells-Fargo 
Express Compa 
TAXATION OF FOREIGN | CORPORATIONS WITH SPECIAL REFER- 
ENCE TO LICENSE FEES, 
J. F.. Zoller, Schenectady, N. Y., Tax Attorney General Electric 


Company. 
TAXATION OF SECURITIES, 
W. Hastings Lyon, New York City, oe to Committees, Invest- 
ment Bankers’ Association of Amer 
REPORT OF COMMITTEE ON DOUBLE. "TAXATION AND SITUS 
FOR PURPOSES OF TAXATION, 
Edmund F. Trabue, Esq., Louisville, Ky., Chairman. 
FEDERAL INCOME TAX LAW, 
Charles J. Bullock, Professor of Economics, Harvard University. 





SIMPLIFICATION OF THE FEDERAL INCOME TAX LAW, 
A. C. Rearick, Esq., New York City. 
ADMINISTRATIVE PROBLEMS OF THE FEDERAL INCOME TAX, 
Luther F. Speer, Deputy Commissioner of Internal Revenue, Treasury 
Department, Washington, D. C. 
REPORT OF THE COMMITTEE ON TAXATION OF MINES AND 
MINERAL LANDS, 
C. M. Zander, Phoenix, Arizona, Chairman, Arizona Tax Commission. 
GROWTH OF TAXES AND PUBLIC EXPENDITURES, 
John L. Coulter, Washington, D. C., Expert in charge of Wealth, 
Debt and Taxation, Federal Census Bureau. 
REPORT OF COMMITTEE ON INCREASE OF PUBLIC EXPEN- 
DITURES, 
Thomas S. Adams, Chairman, Madison, Wis., State Tax Commissioner 
of Wisconsin. 

Two hundred and seventeen delegates and members were present at the Con- 
vention from thirty-six states and the Discrict of Columbia. Of these ninety-three 
were state and local tax officials, nineteen were college professors, twenty-six repre- 
sented railroads; twelve, telephone and telegraph companies; six, business corpora- 
tions. Three officials from the Departments of the Federal Government and four 
journalists also registered. - Of those present about seventy-five were lawyers. 


THE NATIONAL TAX ASSOCIATION was formed in 1906 *‘to formulate and 
announce through an annual conference, the best informed economic thought and 
administrative experierice available for the correct guidance of public opinion, 
legislative and administrative action on all questions pertaining tg taxation and to 
interstate and international comity in taxation.” The annual conference is made 
up of official delegates appointed by state governors, provincial executives, univer- 
sities and colleges that maintain a special course in public finance, and associations 
of certified public accountanis. As to this annual conferences, a recent circular of 
the Association says, “to bring together the students and teachers of the theory of 
taxation, toinvite the tax administrators to explain the difficulties and the practical 
effects of administering the various systems of taxation, and finally to obtain the 
criticism and suggestions of those who pay taxes, is the surest way to secure the 
gradual elimination of the evils and inequalities of taxation, to circulate just prin- 
ciples, and to bring about comity between localities, states and nations, which the 
National Tax Association seeks to promote.” 

Since its formation it has published seven volumes of annual reports containing 
the transactions of the annual conferences. The contributions are by experienced 
and expert administrators, well qualified economists, students and investigators and 
by practical business men. The volumes make a valuable addition to the library 
of any lawyer interested in the subject of taxation in the various states. 

The taxpayer, corporation or individual, should not be slow to take ad- 
vantage of the opportunity presented by the annual conferences of this 
Association to present his side of a problem which is assuming greater pro- 
portions every year. Railroads and public utility corporations are well represented 
in the Association, but more business corporations should lend encouragement and 
assistance in fostering and directing a movement to improve our present inefficient, 
unfair and wasteful methods of taxation. The annual dues cf the Association are 
only $5.00.. All members receive, without charge, a copy of the proceedings of the 
annual conference for the current year and a copy of all reports and pamphlets 
issued by the Association. Meémbers joining at the present time will receive the 
report of the last conference. 

Professor E. R. A. Seligman, of Columbia University, is President of the Asso- 
ciation; S. T. Howe, Chairman of the Kansas Tax Commission, is Vice-President; 
T. S. Adams, of the Wisconsin Tax Commission, is Secretary, and A. E. Holcomb, 
Assistant Secretary of the American Telephone & Telegraph Company, is Treasurer. 
Correspondence concerning membership or the annual reports of the Association 
may be addressed to the treasurer. George E. Holmes, Asisiant Secretary of 
The Corporation Trust Company, a member of the Association, will be pleased to 
recommend for membership any one interested in the objects of the Association. 














FORTY-THREE STATE LEGISLATURES MEET DURING 1915, foreshadow- 
ing a vast amount of new legislation directly and indirectly affecting corporations. 
The law-making bodies of the following states convene in January: Alabama, 
Arizona, Arkansas, California, Colorado, Connecticut, Delaware, Idaho, Illinois, 
Indiana, Iowa, Kansas, Maine, Massachusetts, Michigan, Minnesota, Missouri, 
Montana, Nebraska, Nevada, New Hampshire, New Jersey, New Mexico, New 
York, North Carolina, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, 
Rhode Island, South Carolina, South Dakota, Tennessee, Texas, Utah, Vermont, 
Washington, West Virginia, Wisconsin, Wyoming. The legislature of Florida 
begins its session in April, and that of Georgia in June. 

The Third Session of the 63d Congress convenes on December 7, 1914. 

The Legislative Department of the Corporation Trust Company furnishes 
prompt and accurate reports on all subjects of legislation introduced or enacted 
in Congress and all State legislatures, and of the daily action thereon. Copies of 
bills as introduced, amended and enacted into law, are furnished, as well as re- 
ports on direct legislation, including advice of the invocation of the referendum 
and the filing of initiative petitions, copies thereof and the results of elections thereon. 
Reports on all constitutional amendments in all states, and results of elections 
thereon are likewise furnished. This department is serving many of the largest 


institutions in the 


industrial, public utility, railroad, insurance and financial 
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THE FEDERAL ANTI-TRUST ACT 
(THE CLAYTON BILL) 


which supplements the Federal Trade Commission Act and the 
Sherman Act to protect trade and commerce against unlawful re- 
straints and monopolies, defines, specifically certain “‘unfair methods 
of competition,’’ as price discrimination, agreements for exclusive 
dealings in or use of commodities, stock control of competing cor- 
porations, and interlocking directorates. 


THE FEDERAL TRADE COMMISSION 


is specifically empowered to enforce compliance with the Federal 
Anti-trust Act except in the case of banks and common carriers 
engaged in interstate commerce. The Commission, furthermore, 
is authorized by the Federal Trade Commission Act : 


To investigate any complaint of unfair methods of competition; 


To order offending corporations, partnerships or persons to 
desist from using such methods; 


To require annual or special reports from corporations; 
To investigate alleged violations of the anti-trust laws; 


To investigate and report on trade conditions in and with 
foreign countries affecting the foreign trade of the United States. 


SOMEONE IN YOUR COMPANY MUST KEEP POSTED 


THE CORPORATION TRUST COMPANY'S 
FEDERAL TRADE COMMISSION SERVICE 


will report on rulings, regulations and reports of the Commission. 


This Service presents the best and most convenient method of 
keeping in touch with this important subject. 


For further particulars address our nearest office. 


Che Corporation Crust Company 
System 


37 Wall Street, New York 112 West Adams Street, Chicago 
511 Exchange Building, Boston | 15 Exchange Place, Jersey City 
(Corporation Registration Co.) | 1428 Land Title Bldg., Philadelphia 
281 St. John Street, Portland, Me. | 1024 New Bank of Commerce Bldg., 
394 Du Pont Bldg., Wilmington, Del. St. Louis 
(Corporation Trust Co. of America) | 501 Colorado Bldg., Washington, D. C. 
1639 Oliver Building, Pittsburgh | 304 Market Street, Camden, N. J. 
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